TRQs Have Little Impact on EU Market Access, While

CEEs May Benefit

Along with reducing domestic support and export subsidies, the Uruguay Round
Agreement on Agriculture (URAA) aimed at improving market access. This article esti-
mates the potential impact of the European Union’s (EU) new market access commit-
ments under the Uruguay Round on the overall level and the source of its agricultural
imports. The EU’s system of TRQs that are notified under the Uruguay Round will have
only a limited impact on the level of EU imports. In terms of their effects on EU import
source, countries of Central and Eastern Europe that concluded Europe Agreements
with the EU stand to gain a large share of the new imports created under the TRQs.

[Todd Morath]

Intr oduction

The EUS system of tdff-rate quotas (TRQ3)hat are notk
fied under the Urguay Round will hae only a limited
impact on the kel of EU impots. EU agricultural impotts
under its Unguay RoundTRQs ae estimé&d to incease
almost $1 billion |y 2000/01 the inal year of URAA
implement#on, representing bout 2 pecent of curent
agricultural impots. From this standpoinfhjew EU maket
access opptunities under the Wiguay Round ae limited
In terms of their effects on EU impdrsource, counties of
Cental and Easter Euope tha conduded Euope
Agreements with the EU (CEE-P®tand to gin a lage
shae of the n& imports cieaed under th@RQs.The CEE-
10 beneit from lower taiffs for most poducts,while the
EU counts impds under the EwpeAgreements gainst the
utilization of its Uuguay RoundTRQs.The CEE-10 &
expected to talx gedest adantage of nev EU maket
accessdr pok and lutter, whereas the beni$ of nev EU
market access will likly be spead among argaer rumber
of exporting counties for poultry, cheeseegg products,and
skimmed milk pavder. U.S. exporters ae most lilkely to be
competitve in the EUS TRQs br eygs, egg products,some
pork loins,and some leeses.

This aticle does not adtess the impact of Wguay Round
tanff reductions or thémargin of preference”arangement
for grains on EU impds. Additionally, it does not consider
the impact of non-téif measues tha restict imports sut
as tetinical bariers to tade (TBTSs) or sanitgrand ply-
tosanitay (SPS) meases.

1Reades who ae unamiliar with taiff-rate quotas shoulcefer to the bz
defining key tems related toTRQs.

2The CEE-10 a: Bulgaria, Czech Republic, Estonia,Hungary, Latvia,
Lithuania,Poland Romania Slovakia,and Sleenia.
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Why Market Access Under the Urugua y Round
Agreement on Agriculture: A Brief Over view

Market accessn shot, is the etent tha a county allows
the impotation of foreign poducts. Pior to the Uuguay
Round counties used both tédfs and non-taff mea
sures—sub as quotas ancavable levies—to egulae
imports of agyricultural gopods.The Uugugy Round
Agreement o\griculture (URAA) brought mag non-tar
iff measues in griculture undeWTO disciplinesso tha
since dily 1,1995,all import protection taks the érm of
ad-walorem taiffs (equal to a peentaye of the poducts
value) or speci€ taiiffs (per unit veight, volume by the
piece etc). Countres bound their téifs & maximum lev-
els and a reducing them er the implementan peiod
(36 pecent on merage between 1995/96 and 2000/04rf
developed countes). Taiff-rate quotas (TRQs) arnav
used to impdra fixed quantity of ppduct a a taiff below
the out-of-quota mos&¥ored-ndion (MFN) taiff. For the
EU, in mary cases MFN tafifs were detemined under the
process of taffication.

Why did the Uuguay Round eplace quotas and similar
measues (sub as wluntay restaint agreements) with
TRQs,which also distartrade?The piocess of taffication
involved cowerting non-taiff bariers (NTBS) into taiffs.
For mary counties like the EU protectionist NTBs \&re
thereby converted into equall protectionist taiffs. Although
it was not supposed tprotection potentiayl increased dr
some poducts though“dirty taiffication,” where counties
used the lwest aailable impott price and the highest inter
nal maket piice to overstae the base tdf. Therefore, coun
tries were required to estblish TRQs (1) to peseve maket
access Y ensuing tha histoiical quantities contimed to be
imported (“curent accessTRQs),and (2) as a means of
providing for adlitional impots under minimm accessa
guamntee thaat least some e quantities wuld be povid-
ed impot oppotunities under non-phibitive tarffs.
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There ae two county-origin types of both out-of-quota and in-quotaftar Most-favored-ndion (MFN) and peferential:

* MEN tariffs are those pplied to all countes tha are sign&ories to the Uungugy Round Thein-quota MFN taiff is tha

Key Terms Relaed to Tariff-Rate Quotas (TRQSs)

Current acces§RQsare those thamaintain histacal impotts.

Minimum acces3RQscrede adlitional impot oppotunities br products peviously covered by a non-taiff barier (eg.,
import ban or high aiable levy) whose impats did not equaltdeast 5 pagent of domestic consumption in the 1986-48
base peod.

Out-of-quota taiffs are the higher tafifs goplying to impots outside &RQ quantity (once aRQ has been full utilized).
In-quota (TRQ) taiffs are the laver tarffs goplying to impots within the limitedTRQ quantity

for which all countres ae eligble within a fxed TRQ quantity The out-of-quota MFN taiff is the higher taff applicable
to all counties @aove the ixed TRQ quantity

Preferential tariffs are those taffs from which one or mag, but not all,counties bendf within the scope of the biler-
al, regional, or preferential tade greements (@., the EubpeAgreementsthe Eubpean Economiérea,the Lome
Corvention,the Genealized System of fferences)These taff preferences hee creaed rumeous dpartures flom the
MEN principle, namey tha WTO membes should pply the same t#if to impotts from otheWVTO membes. Thein-
quota peferential tarff is tha which the EU gants to spedi counties for a limited quantityAdditionally, under some
trade greements (inading the EuopeAgreements) speaif counties benef from taiff preferences outside their allaeg

ed TRQ quantities or m taiff preferences with no quantiige restiction: These a& out-of-quota peferential tariffs.

Wheras an out-of-quota gferential taiff is aways lowver than the coesponding out-of-quota MFN f{&f;, an in-quota

preferential taiff is not necessdy lower than the coesponding in-quota MFN t#f. This is because the EU bases its cd

culaions for in-quota peferential taiffs on a pezentagye of theout-of-quotaMFN taiiff, not the in-quota MFN téfif. For
most counties under the EopeAgreementsin-quota peferential taiffs ae curently equal to oneifth of the corespond
ing out-of-quota MFN taff. The CEE-10 do not beriefrom lower taiffs under the EwpeAgreementsdr someTRQ
products. Neerthelessjn-quota peferential taiffs for impots into the EU a usual lower than their caesponding in-
quota MFN taiffs.

EU tariff structurefor TRQ products

TYPE OF TARIFF

ELIGIBLE COUNTRY SOURCE Out-of-quota In-quota

(no quantitative restriction) (with quantitative restriction)
Most Favored Nation Bound tariff to be reduced 36% Lower tariff within fixed TRQ quantity.
(all WTO members) on average by 2000/01 Applies to minimum access TRQs as well

as some current access TRQs.

Preferential Normally calculated as percentage Also calculated as percentage of
(country-specific) of MFN out-of-quota tariff. MFN out-of-quota tariff, but
applicable only within country-
specific TRQ quantity. Asthey are
based on the out-of-quota tariff, may
be either more or |ess advantageous
than the MFN in-quota tariff.

Countiies esthlished“minimum accessTRQs br quanti From a political standpoinf,RQs also seed to meet the
ties of impots needed toead a ngotiated amountpften 5 concens of taditional &porters. Benetiaries of the old
percent of base-pard (1986-88) domestic consumptiday, county-specifc quotasyoluntar restaint agreementsand
the end of the implemerntan peiod. It is impotant to note similar shhemes wre intent on pgseving their pevious
that neither the cuent nor the minimm accesIRQs con accessThough contining the pactice of countr alloca
stitute a mininem purchase greementThey provide only tions (which occured in some bt not all cases) meant tha
the“opportunity” to impott under the aeantaye of a pefer- competition amongxorting counties would remain

ential or suspended ik resticted it would have been ery difficult as a mter of
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policy to disupt histoical trade p&tems under ®isting
bilateral, regional, and peferential tade @areements.

From an economic pspectve, TRQs ae pieferable to que
tas because under tan conditions thg cause less distor
tion to trade fows.A quota sepusly distotts trade ly ban
ning impots @ove a fxed quantity Once the quota ceiling
is reahed market forces of suppgl and demand can plano
role. A TRQ mg cause lessade distation as it allevs for
imports—albeit & a higher out-of-quota tff—above the
fixed quantity ceilingHowever, aTRQ distots trade less
than a quota owlif its out-of-quota taff is not pohibitive-
ly high.

Additional beneits of the taiffication process intude moe
transpaeng in the gplicaion of boder measwes.The
bound taiffs andTRQs esulting fom this pocess nov
provide a sound basis in furirounds fom which to nego-
tiate further taiff reductions or in@asedlRQ impot
oppotunities.

In sum,current acces¥RQs enswe thd imports will be
provided access noavse than histacal levels while mini-
mum acces§RQs ceae the oppdunity for nev imports.

Urugua y Round TRQs Expand EU Impor ts 2
Percent by 2000/01

An anaysis of two types of URAA atangements—cuent
accesd'RQs and minimm acces§RQs—eeveals thatheir
combined impact on thevel of EU impots will be mini
mal. None of the EW4' curent acces$RQs under the
Urugugy Round will hare an impact on thevel or county
source of EU impots, other than ¥ putting access opptor
nities on aifmer footing By their \ery defnition and
designthe curent acces$RQs h&e no net d&ct on
imports as these mngements under the URAA s&r only
to maintain histacal impot levels. In adlition, the EUS
minimum acces3RQs tha are compendion for the
enlagements tAustia, Finland and Sveden (1995)as
well as fom the 1992 GAT dispute on oilseedshould be
excluded flom the analsis. These intude the mininam
accesSTRQs br 20,000 tons of beg15,500 tons of poulr

med, 500,000 tons of cor, and 300,000 tons of high quality

whed for the GAT oilseeds panel dispytas well as 700
tons of poulty med, 63,000 tons of semi-milled orhelly
milled rice, 20,000 tons of hugld (bown) rice, 50,000 tons
of duum whed, 21,000 tons of da, and 10,000 tons of
worked oas for the 1995 enlgement.

Therefore, only EU minimum access commitments tha
were not avarded as compensan will potentiall increase
imports. These a& the EUS minimum acces3RQs br pok
meds and poducts,some poully meds, butter, cheese
skimmed milk pavder, eggs and plks, and gg allumin.
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Uruguay Round TRQs Detemine Only 10
Percent of EUAgricultur al Imports

Based on quantities ndgfl by the EU to thaVTO and
using aerage impot prices,1996 EU impots under its
Uruguay RoundTRQs (curent access and minim
access combined) made upyofll pecent of its total
agricultural impots, while impoits under the minimmm
accessRQs alone accountedrfjust 1 pecent of the
total. The EU contimes to impdrmost of its gricultural
goods undefRQs and other pferential taiff arange-
ments thawere not induded in its URAA maket access
schedule or under elaively low MFN impott tatiffs
(most of which were low prior to the Uugugy Round).

Over the as, the EU has @anted mmeious impot
concessions under bial, regional, and peferential
trade @reementsmary of which were not induded in
the EUS Uuguay Round commitments. Some of these
EU impot concessions umlve peferential TRQs,while
othess involve taiff preferences not subject to quantita
tive restiction. Some of the merimpotant arange-
ments ae listed inAppendix 1.They include peferen
tial-tariff imports into the EU dr tropical oils,cocoa,
coffee tea,spicescheesefresh tomoes,citrus fuits,
fruit juices,prepared or peseved fruits and mits, olive
oil, prepared or peseved meés, and pet dod

Also, the EU gplies eldively low impott tatiffs on an
MFN basis br cetain pooducts thaare used as inputs
into animal €eding or ér processeddods. Impatant
examples intude sgbeanspil cakes,dried peas and
beanshoney, tobacco legfand nuts—in 1995jmports of
these 7 pducts alone made up@ut one-quder of total
EU agricultural impots. Fnally, EU impots indude spe
cialty products sule as alcoholic besrages tha, although
subject to high téifs, have estalished impotant nidhe
markets among ll-to-do EU consumer

These minimmm acces3RQs will hare only a limited
impact on EU impds (téble 1).Assuming thaall TRQs ae
fully utilized EU impotts ae epected to ina@ase bhout
780 million ECU ($950 million) ¥ 2000/01 roughly 2 per
cent of curent EU aricultural impotts (aound $50 billion
in 1996).The impot estimae involves the simplied
assumption thaaverage impot prices will remain the same
as those calculad duing 1995/96the frst year of URAA
implement#ion. It ignores ay changs in qualityexchange
rates,or inflation; average impot prices within eab product
group ae not tade-veighted

Europe Agreements Likel y To Affect EU Impor t
Source for Most Minim um Access TRQs

Under the Ungugy Round EU impots under the Ewpe
Agreements macount tavards utilizaion of its minirmum
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Table 1--New EU-15 Import Opportunities Under Minimum Access
TRQs, 2000/01

Table 2--Minimum Access TRQ products. Average MFN and Europe
Agreement Tariffs, 1995/96

() ) B=D*? Minimum access Out-of-quota  In-quota  In-quota preferential
Minimum access Min. access Avg. import Estimated product MFEN MEN tariff: Europe
product TRQs, 2000/01  price, 1995/96 vaue Agreements 1/
(1,000tons) (1,000 Ecu/ton) (Mil. Ecu) -Percent-
Beef 209.0 16 32 2/

Pork meats 66.5 16 105 Pork meats 725 22 14
Prepared/preserved pork 91 59 54 Prepared/preserved pork  52.3 8 10 2
Poultry meats Poultry meats 436 11 9

Chicken carcass 6.2 15 9 Butter 123.6 39 25

Chicken cuts 1/ 4.0 2.6 10 Eggs/yolks 55.2 19 11

Turkey meats 35 2.8 10 Cheese 88.0 21 20
Butter 100 23 23 Skimmed milk powder 91.8 30 18
Eggs/yolks 142.0 13 188 Egg albumin 54.3 18 na
Ch_eese ) 83.4 3.0 253 1/ Average tariffs do not include those for the Baltics, which benefited from
Skimmed milk powder 68.0 1.6 106 only a60 percent reduction,
Egg albumin 2/ 7.8 2.7 21 2/ Preferentia tariffs under the Europe Agreements are calculated as a
Total 778

1/ Tariff headings 02071310/1320/1330/1340/1350/1360/1370/1420/1430/1440/1460.
2/ In egg abumin equivalent.

Sources: Eurostat, WTO schedule CXL (EU-15).
Minimum access TRQ quantities awarded as GATT compensation are not
included (this includes those for beef, some poultry cuts, and grains).

accesSIRQs br most pok products,poultry, cheese
skimmed milk pavder, and gg products (the aangement is
identical br U.S. impotts of some mducts fom Mexico
and Canada underA¥TA). The CEE-10 benéffrom a tar
iff preference br most of the minimm acces3RQs thais
lower than the in-quota MFN 1téf, and the CEE-10 arsig
nificant, low-cost supplies of most of the mducts con
cemed For these easonsthe CEE-10 stand toagn most
from the nev impotts creaed by the EUS mininum access

Figure 1

percentage of the out-of-quota MFN rate; for this reason, they may exceed
the corresponding in-quota MFN tariff.

Sources: Eurostat; Official Journal of the European Communities--
Taric; CAP Monitor.

Tariffs are expressed as simple averages across minimum access

TRQ tariff lines.

Tariffs are expressed in ad-valorem equivalents based on average import

pricesin 1995/96.

TRQs.The geagraphic pioximity of the CEE-10 pvides an
additional export advantaye.

Although under the EopeAgreements the CEE-10 beitef
from taiff preferences thiaare often laver than in-quota
MFN levels,they do so on} within limited quantities tha
vary considesbly by product caéegory. When compang

Europe Agreement TRQs Count Towards Utilization of the EU's Minimum Access TRQs
Europe Agreement TRQs Exceed Uruguay Round TRQs for Pork, Poultry, Butter

1,000 tons

100

80 -

60 -

40

.J

[ ] Minimum access TRQs
I Europe Agreement TRQs

]

Pork meat  Pork products Poultry meats

1/ TRQ notified in eggshell equivalent.

Sources: EU-15 market access schedule CXL; Europe Agreements; CAP Monitor.

Minimum access TRQs that were awarded as compensation are not included.
TRQ comparisons in 1996/97 for all products except 1997/98 for pork.
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Europe/WRS-97-5/December 1997 7



TRQ quantities under the Uguay Round and the Eape
Agreementsit becomes learer wha shae of the EUS
Uruguay RoundTRQs might be gatured by the CEE-10.

Pork meats and pr oducts

The CEE-10jn paticular Hungry, have histoically domi
naed EU impots of pok meds and poducts under the
minimum access t#f lines, with a shage exceeding 90 per
cent.With preferential taiffs maginally lower than the in-
quota MFN taiff, and with curentTRQ quantities under
the EubpeAgreements (92,700 tons) efrd/ exceeding the
EU’s URAA commitments in 2000/01 (75,600 torms)ch
of this pok is likely to be impoted under the Eope
Agreements and coungianst the EUWS Unugua Round
TRQs. Havever, U.S. exporters might be competite in cer
tain cuts suie as loins. One miniom acces3RQ povides
for zero-taiiff imports of 7,000 tons of &sh/tilled pok
loins and fozen belliesAccording to the EUS URAA
schedule imports under the E@mpeAgreements manot
count against utilizaion of this paticular TRQ.

Poultr y meats

Traditional &porters of poulty to the EU intudeArgentina,
Brazil, the CEE-10China,and counties of Southeagtsia.
EuropeAgreemenfTRQs br poultly meds also cuered
under the EW minimum acces§RQs curently total dout
55,000 tonsalmost bur times the EW final minimum
accesSRQ quantities under the Ugugy Round thawere

not avarded as aasult of the 1992 oilseeds panel dispute or

the EFRA enlagement (13,700 tons in 2000/01)prF
fresh/tilled poulty meas—11,200 tons of the Uguay
Round total—the CEE-10 beiitefrom pieferential taiffs
tha are maginally lower than the in-quota MFN fif.
These quantities ihede poducts br which the CEE-10 &
the EUS main supplieTherfore, we can &pect most of
the fresh/tilled quantities to be imptad under the Eope
Agreements and coungi@nst the Ungugy RoundTRQs.
For the emaining 2,500 tons ofdeen tukey, the CEE-10
do not hae a taiff advantaye vis-a-vis the ero pecent in-
quota MFN taiff. Therefore, all third counties hae the
same oppdunity to bendf from the mininum acces3RQs
for frozen tukey. Even if the United Stes can@sohe sani
tary issues thiacontirue to lock its poultly med exports to
the EU U.S. exporters mgy be dle to cain only a small por
tion of the EU fozen poulty med TRQs.

Cheese

EuropeAgreemenfTRQs br cheeses also wered under the
EU’s mininum acces3RQs ae curently fixed a 11,700
tons,about one-thid of the 1996/97 mininm acces3RQs.
However, because mferential taiffs under the Ewpe
Agreements & roughly equal to the coesponding in-quota
MFN taiiffs, all third countres hae the same potential to
beneit from the EUS minimum acces3RQs br cheese
Among thes&@'RQs,U.S. produces of piocessed leeese
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appear to be benigihg most. Heovever, in value tems US.
cheese ¥ports under the minimim acces3RQs vere small
at under $3 million in 1996.

Butter

EuropeAgreemenfTRQs br hutter ae curently fixed d
7,000 tonspr mote than thee times the EWY'1996/97 mini
mum acces3 RQ under the Urguay Round Although the
EU’s mininum acces3RQ for butter will increase to
10,000 tons ¥ 2000/01 EuropeAgreemenfTRQs ae also
likely to expand @er time As the EuopeAgreements gant
a taiff preference thais substantiayl greaer than the in-
guota MFN taiff, neaty all of the mininrum accesTRQ
for butter stands to be imped from the CEE-10.

Skimmed milk po wder

EuropeAgreemenfTRQs br skimmed milk pwder (SMP)
are curently equal to 17,000 tonspughly one-thid of the
EU’s mininum acces3RQ in 1996/97 (45,900 ton#s
the EupbpeAgreements @nt a taiff preference thais con
siderbly lower than the in-quota MFN fif, a sizdle shae
will probably be impoted from the CEE-10 and count
against the Unguay RoundTRQs. Euostd daa reveal tha
while the EUS SMP impats have inceased mar than 50
million ECU from 1992 to 1996he CEE shax of total
SMP impot value ose fom 8 pecent to 75 parent. In
1996,EU impotts from the CEE-10 totaled négithree
times the quantities under the BpeAgreementsso tha
CEE impots ae also enténg the EU under the lger mini
mum acces3 RQ. The high CEE-10 sharof EU skimmed
milk powder impots is due not oglto lower taiffs, but
also to CEE xport subsidies Wich fall within the scope of
their URAA commitments.

Eggs and eg g products

EuropeAgreemenfTRQs br eggs and gg products also
covered under the EWd’minimum acces3RQs ae curently
equal to 14,500 tonsnly 15 pecent of the minimm
accessRQs in 1996/97 (98,800 tong)he Euppe
Agreements @nt taiff preferences ér eggs and wlks tha
are maginally better than the in-quota MFN ifdr but grant
no taiff preference ér egg allbumin. The United Stees and
the CEE-10 a pesenty the main supplierin theseela
tively small impot matkets.All countries should be on an
equal boting (from an impotr taiff perspectve) to compete
for the lions shae, excluding the abrementioned quantities
under the EwopeAgreements. Hoever, thus fir the EU has
imported ony a small faction of its mininum acces3RQ
for poultly eggs. In the 1995/96 miaeting year, only 77
tons were impoted out of moe than 70,000 tons eilige for
the lover tarff of 152 Ecu per ton (17 psgnt ad-alorem
based on\aerage impot prices thayear).

In tems of maket shae, the mininum accesIRQs br yg
products and gg altumin ae ceaing oppotunities br U.S.
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Uruguay Round Requires Changs in EU Import Regime

The taiffication process equired the EU to substantiglmodify its impot policies. Most impdant was the eliminton of
the EUS system of ariable levies. Taiiffication under the Urguay RoundAgreement oi\griculture resulted in tw differ-
ent EU impot regimes br grains and non4gin pioducts.

For grains, the old EU system greended on a system of get (desied intenal maket) and theshold (mininum impot)
prices.To protect domestic mduces, the theshold pice was set considdbly higher thathe EU taget piice. As world
prices fuctuaed the EU used ariable impott levies to bing the pice of impots up to the theshold pice. Under the
Uruguay Round the EU @reed to maintain a mgin of preference br grains,so tha impoits of whed, batey, rye, com,
and soghum ae subject to tdfifs tha maintain the duty-paid impbprice & 155 pecent of the EU intetention pice. (The
price relaionship br rice is ixed a 180 pecent to 267 peent,depending on ariety. Ods ae not subject to the EBinter
vention system and thefore hare a bound tdfif.) Since the Wrgugy Round the EU haseaplaced its theshold and tget
prices with a system of evld (mainly U.S. maket) and domestic (EUference pices br ead of the dove gains.
Because the EU Commission adjusts i&mgimpot taiiffs every 2 weeks gainst dianges in US. maket pices,the meb-
anism vworks almost identicayi to a \ariable levy. However, an impotant diference is thigrains ae no lon@r subject to a
minimum hut rather a maximam impot price. Since this is aiXed pice and thex can no longr be quantitive restictions
on impots, the efect of the"margin of preference”on gain impots is moe similar to a bound téif than a warable levy.

For products other than gains, including animal poducts,oilseedsand hoticultural products,bound taiffs nav apply to
EU impotts. Howvever, tariffication only patly succeeded in making EU impaluties moe transpaent. While all taiffs ae
now bound the nev EU regime gplies taiffs on mag processed mducts thadepend on the content of ¢ain ingedi
ents,and taiffs on hoticultural products thaidepend on their impamprice and the seasoA.formula increases the téf for
processed mducts dpending on their content of ded sugr, flour, stach, or milk. The EU agues thaits piocessos ae
disadrantgged by higher input costs due to domesticcprsuppar for these basic imgdients and theefore require piotec
tion tha depends on the content of thesergdjents in impded gods.

In addition, the EU is pamitted under the Wiguay Round to pply higher taiffs on impots of some hdicultural products
that enter belw a fixed taget piice (“Entry Piice System”). By contilling the duty-paid impdrprice & a taget level, the
EU can insulte its domestic méets to a lage extent from world price fluctuaions.The Enty Piice System also ales the
EU to disciminate ayainst hieger impots. InApril 1996, for example sweet oanges with a pice éove 372 Ecu per ton
were subject to a 13 pegnt ad-alorem taiff, while those bely 372 Ecu per ton &re subject to the same ifdplus a spe
cific taniff of a maxinum 89 Ecu per ton.iRally, the EU contines to subject ctin died fruits (raisins,currants,and s
tanas) to a mininam impot price. This medhanism nust be eplaced ly 2000 to compl with the GA'T.

For all products,the special gricultural satguad dause (URAAArticle 5) povides a nothle depgation from the vle of
bound taiffs. Under this lause counties mg tempoarily apply extra duties ér products speciéd in their sbhedules of
concessions if impoprices shoulddll more than 10 peent belev a“trigger ptice” or if the quantity of impds rises too
quickly in relation to an &erage over the pevious thee yeas. Eat yeatr the EU Commission calcukss the tigger pice
for a commodity based on epresenttive world maket ptice and the cif imparprice. In the frst year of Uugugy Round
implementsion (1995/96)the EU notifed theWTO thd it invoked the saguaid dause to inogase impdrduties ory for
frozen bonelesshicken, sugar, and molasses.

expotts to the EUHowever, while the United Stas was the
leading &porter under thes&€RQs in 1996ijts exports of
eggs, yolks, and gg albumin to the EU accountedifa
combined total of less than $10 millicFhese a& ery
small rumbes reldive to total US. agricultural exports to
the EU of moe than $9 billion in 1996.

Summary

The EUSTRQs ae piojected to hee a limited impact on
the level of EU impots for a narow range of poducts—
pork, poultry, skimmed milk pavder, butter, cheeseand
eggs. EU impots under itsSTRQs ae piojected to inaease

Economic Research Service/USDA

less than $1 billiony2000/01. In tems of the counyr
source of EU impots, preferential taiffs under the Ewape
Agreements mbably mean thathe CEE-10 will gin the
largest shag of the EUs minimum acces3RQs br pok
and hutter and a substantial skaof the mininum access
TRQs br skimmed milk pavder and fesh/dilled poultry
meds. Based onecent tendsthe CEE-10 mpalso @in
EU impot shae for skimmed milk pader outside the
frameavork of the EuopeAgreements. fally, all third
counties hae an equal opptunity (from a taiff perspee
tive) to export egg products and leeese under the E&Jmin
imum acces3RQs. US. exporters ae most lilely to gain a
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shae of the EUS minimum acces§RQs br eggs, egg
products,some padk loins,and some lieeses.

Urugua y Round TRQs Will Help EU Reac h 5
Percent Market Access f or Some Pr oducts

What impact will the EUS mininum acces$RQs hae on
its impoits measwed as a sharof domestic consumption?
Under the Uagugy Round all counties ayreed to open ne
market access thavould rise to a ngotiated level—usualy
5 pecent of base p&rd domestic consumption—yb
2000/01. Havever, an impotant caea was made dimg the
Uruguay Round ngotiations:the 5 pecent taget was
rejected as a tglly binding commitmentThis means tha
under theVTO/URAA, the EU has to mnt“market access
oppotunities” only for those quantities contained in its
URAA schedule Her, the 5 pecent impot tamget is simpy
a useful od gainst which to measwe EU maket accessor
different poducts.

The EUS mininum acces3RQs should be sfifient to
read impot oppotunities of bughly 5 pecent of base péer
od consumptiondr skimmed milk pavder and heese (see
figure 2). On the other hanthe minimum acces¥RQs br
pork, poultry, butter, and ggs do not inaase impdroppor
tunities up to the 5-peent level. EU maket access is esti
mated to ead only 0.9 pecent of base pad domestic
consumptiondr pok, 3.5 pecent br hutter, 3.9 pecent br
eggs,and 4.1 parent Pr poulty. Using 5 petent of base
peliod consumption as a measwy rod and EU impds
between 1993 and 199&U impot oppotunities would
need to incease another 580,000 toms pok, 50,000 tons

Figure 2

for poultry, 35,000 tonsdr kutter, and 50,000 tonof eygs.

EU reductions in out-of-quota fiis under the Urguay

Round ma also incease impds of these mducts ly

2000/01 but further anajsis needs to be done on this subject.

Conclusions

On the ge of Uuguay Round implementian, EU maket
access aned considasbly acioss poducts.The Uuguy
RoundAgreement om\griculture began the pocess of liber
alizing ayricultural trade and impving maket accessdr a
range of poductsWhile the EUS curent acces$RQs
under the Unguay Round will hae no net d&ct on

imports, its minimum accesIRQs will potentialy increase
imports of a limited mmber of poducts. Using the impbr
target of 5 pecent of base pard consumption as a measur
ing rod, the EUS minimum access commitments should be
roughly suficient for skimmed milk pavder and heesebut
will not readh 5 pecent br pok, poultry, butter, or eggs.

Countiies of Cental and Easter Euope tha have condud-
ed EuopeAgreements with the EU aipiojected to gin a
sizéble shae of the tade under the miniom acces3RQs,
although the shanaries considably by product.While the
CEE-10 ae likely to tale geaest adantaye of theTRQs
for pok and hutter, the benafs of theTRQs br poultry,
cheeseegg products,and skimmed milk pader will likely
be spead among argaer rumber of &porting countres.

Further anaysis is needed on thefefts of taiffication to
gain a moe complete estinta of the Ungugy Rounds efect

EU Market Access Could Remain Most Restricted for Pork, Butter
Average EU Imports 1993-94 and Minimum Access TRQs as Percent of Base-Period Consumption

Percent of base period consumption

8

7 - | I Estimated import expansion (see table l))
6 | | ] Avg.imports 1993-94

5

4t

3L

2L

16

o —

Pork Poultry Butter

1/ Skimmed milk powder.
Data source for EU-15 imports and base period consumption: USDA, PS&D.

Cheese Eggs SMP 1/

Note: the 5 percent threshold is not binding under the Uruguay Round Agreement on Agriculture.
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EU AllocatesTRQs Like Old Quotas

The EU alloctes its nev taiiff-rate quotas to impaers like the old quotasjnder impor licensesThree pincipal methods
exist for impott license allocton: on a“first comefirst seved” basis,based on #ditional tede fows, and based on pr
pottion to the quantitiesequestedThese methodspaly both for curent and minimmm acces§RQs. Ony companies
estdlished in the EU maapply for a license to impor

The EU alloctes some of it$RQs to speci€ counties and otheron an MFN basis to all thircounties. To tale adrantaye

of aTRQ taiff preference aplying to a speci€ county, the impoter nust funish a celificate pioving its oigin. Cetificates
of origin are issued ¥ the ggvemment of the soge county. One diference betwen the allod#on of curent access and mini
mum acces3RQs elaes to vhich third counties ae eligble as the impdrsouce Because the EW’curent acces$RQs
cover impots under the old quota systetiney are allocaed mosy to speciic counties. On the other handhost of the EUS
minimum acces$RQs ae allocded on a non-countrspecifc basisas thg are not based on hisioal trade

One topic of considable intetest is the‘quota rents”that are associeed with the license to impbor export. The \alue of
the ent equals the imptad quantity mltiplied by the diference betwen the domestic and the duty-paid intjgice.
Because the EU allotss itsTRQs under impdricenses and oplcompanies estéished in the EU magpply for a license
to impott, nomally the quotaents acate lagely to EU impoters. Havever, for some poducts suk as ice, milk products,
and bananas special &port cettificate from the sowe county is required in oder to impot. This staes thathe impoter
has secwed a quantity of the sote county’s pioduct. Because thejeort cettificate is issued Ypthe exporting county, pat
of the quotaent is catured ty the county of origin. The issue offRQ rents has become a point of contention leetwthe
EU and some couri@is of Cental and Easter Euope tha are paties to the EwpeAgreementsbecause under thesgree
ments most of the quotants acane to EU impaters and not CEExporters.

Souce: Tariff-Rate Quotas in EC and GA Law, O’Connor and Co. (Brssels1997),pp.35- 38 pp.53-54.

on EU maket access. Reducedités over the implementa EU notification concening the use of special sgliad pro-
tion peiod mgy also hae a positre efect on EU impds. visions (G/AG/N/EEC/6).
Sources EU Common Custom§ariff Schedule (&ric) 1996,1997.
CAP Monitor.

EuropeAgreements.

EU Uruguayy RoundAgreement omgriculture shedules

CXL and LXXX. Eurostd trade déa, 1993-96.

EU notifications to theNTO concening the utilizéion of Official Joumal of the Evopean Commnities.

TR G/AG/N/EEC/4 br 1995/96 G/AG/N/EEC/7 b
199?6?.( r ' USDA PS&D ddabase
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Appendix 1--EU-15 Mar ket Access Arrangements Under the Uruguay Round

Grains

Oilseeds

Livestock / meats

Dairy

Horticultural products

Tropical products

Processed products

Out-of-quota
import regime

Variable tariffs, bound
bound by maintaining
relationship between
duty-paid import price
and internal EU price

Entry subject to low or
zero tariffs, no quantity
restrictions 1/

Bound tariffs

Bound tariffs

Bound tariffs subject to
an Entry Price System
(EPS) for severa
products

Bound tariffs

Bound tariffs plus added
tariffs varying with
content of added sugar,
flour, starch, or milk

Current access Minimum purchase 179,000 head cattle 76,667 t butter 62,660 t mushrooms 6.85 mt manioc and
TRQsunder Uruguay |agreements: 145,250 t beef 18,750t cheese 12,000t onions, dried other high-starch
Round - 2mt corn* 323,935 t sheep and 90,000 t almonds 3/ roots and tubers
-300,000 t sorghum* goats (carcasy/live 1,500 t frozen orange 10,000 t manioc starch
weight) juice 857,000 t bananas 4/
475,000 t brans and 605,000 t sweet 2.2 mt bananas 4/
sharps potatoes 1.39 mt refined/raw
120,000 t barley malt 4,000 t new potatoes** sugar
mixtures 1,200t carrots and 4,504 t fructose
2,800t animal feed turnips** 35,000 t oranges/
preparations** 1,100 t cucumbers** minneolas
1,000 t broken rice** 500 t sweet peppers** 10,000 t lemons
1,300 t millet** 6,900 t fresh non-citrus
fruits**
Minimum access 300,000 t food 20,000 t high quality 83,400 t cheese
TRQsunder Uruguay wheat*** beef *** 68,000 t skimmed milk
Round 500,000 t corn* 300 t beef** powder
50,000 t durum 75,600 t pork, 157,500 t eggs and egg
wheat** 29,900 t fresh, chilled, albumin
21,000t oats** or frozen poultry 10,000 t butter
10,000 t worked/ meats 2/
clipped oats**
83,000 t milled/
husked/broken
rice**

Reduced-tariff and

Rice from ACP, OCT

Olive oil from Maghreb

Live calves from CEE.

Cheese, skimmed milk

Fruit juices from Brazil,

Tropical fruits and

TRQ arrangements under Lome Convention |countries and Turkey |Prepared/preserved meats |powder from CEE. Argentina, and Thailand. |juices under
lying outside URAA; and Egypt under bilateral |under Mediterranean  [other than pork and pet Mediterranean
EU concessionsunder  |agreement. Agreements. food from CEE and GSP | Cheese from Prepared/preserved fruits |Agreements.
the General-ized countries (main suppliers |Switzerland, and nuts under GSP
System of Preferences [Wheat and coarse Thailand, South Africa, Lichtenstein, Norway. scheme and Tropical oils, cocoa,
(GSP) grains from CEE. China, and Hungary). Mediterranean coffee, tea, spices under
(selected) Agreements. L ome Convention.
Fresh tomatoes from
Canary Islands (Spain).
Notes Part of the cornimports 1/ Under Blair House |2/ Poultry TRQsinclude |Cheese TRQsinclude 3/ 45,000t of whichis 4/ Bananaimports are

may include corn gluten
feed and non-grain feed

ingredients such as
brewers' grains and
citrus pulp.

Agreement, US and EU
shall agree to consult
should imports exceed
base period levels.

15,500 tons awarded as
compensation for 1992
oilseeds panel dispute

5,000 t pizza cheese and
15,000 t cheddar.

compensation from 1995
enlargement.

subject to two separate
regimes under the
Banana Framework
Agreement.

Minimum access quantities are those applicable as of July 1, 2000. * As compensation for EU enlargement to Spain and Portugal. ** As compensation for 1995 EU enlargement.
**% As compensation for 1992 GATT oilseeds dispute.




